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PREFACE 


The writer, intrigued by the budget process within the Department 
of Defense, investigated the field of military construction in order 
to determine how the Department is organized and managed to meet military 
construction requirements within that process. Since little is written 
as to the organization and management of military construction as a 
separate category, development of information for this paper was often 
frustrating. However, there appears to be a real need within the Naval 
Service for greater understanding of this process, and it is to this 
purpose that this thesis has been written. 

To Dr. Karl E. Stromsem, the writer owes a special debt for his 
share in the inception of this work, as well as his expert criticism 
and helpful suggestions. Assistance in research was cheerfully given 
by officers and civilians contacted in the Office of the Secretary of 
Defense, in the Office of the Chief of Naval Operations, and in various 
bureaus and offices of the Navy Department. 

To Mrs. W. N. Schaller, the writer is indebted for her kind and 


considerate help in preparing this thesis in its final form. 
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INTRODUCTION 


The Department of Defense expends more than 3.0 billion dollars 
annually in its military construction penetans” This expenditure represents 
the resource cost of all acquisitions of land or facilities by purchase, Y 
transfer or gift (but not by lease) as well as the building of new 
facilities and the modification of existing weritike: The construction 
program is in direct support of the mission objectives and operating 
requirements of the military services and the various defense agencies. 

Although the 3.0 billion dollar construction program is a small part 
of the approximate 61.4 billion dollar total defense weeeet,- it is the 
subject of a great deal of public interest. Where executed, military 
construction projects are subjected to critical analysis both locally 
and nationally. The Wall Street Journal recently reported: 

"Defense Secretary McNamara gave a boost to the ailing 
construction industry by freeing $564 million to build military 
housing, barracks and other projects. ...eThe Administration 


is again recognizing the beneficial gitsce this action will 
have on the home building industry." 





1 
U.S. Congress, House, Committee on Appropriations, Military 
Construction Appropriations Bill of 1967, 89th Cong., 2nd Sess., 1966, 
C. Rept. to accompany H.R. 1/7636, p. 3. 
2 
Department of Defense, Office of the Assistant Secretary of Defense, 
Comptroller, Prosram for Improvement _in Financial Management in the Area LA 
of Appropriations for Acquisition of Military Real Property, DOD Direec- 
tive 7040.2 change 1, (March 29, 1962). 
3 
Executive Office of the President, Bureau of the Budget, The Budget 
in Brief, Fiscal Year 1967, (Washington, D.C., U.S. Government Printing 
Office, January 1966), p. 26. 
4 





The Wall Street Journal, January 23, 1967, p. 6. 
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Statements such as this help to generate the interest of the average 
American taxpayer with the resultant close watch by Congress over the 
general management of the construction programs, Concern has been shown 
within Congress as to the general effectiveness of the present organiza- 
tion structure and construction program management within the Department 
of eteaaa ns 

The effectiveness of the internal Defense Department organization 
and procedures to perform the tasks contributing to policy planning 
depends to a degree upon the adequacy of the government-wide planning 
structure. The strategic concepts and plans of the military forces must 
be effectively tied into overall national strategy, and the programs to 
implement Defense Department responsibility within the national strategy 
must be geared to budget policies and to the budgeting cycle. Military 
plans and programs are valid to the extent that financial means are made 
available for their implementation. 

The management of the military construction category is accomplished 
primarily through the techniques of financial management and is geared to 
the budgeting process. It is subject to political pressures, involved in 
economic issues, and is a major area of command and management within the 
defense establishment. 

This thesis is directed towards an examination of the current status 
of the basic controls for management and their applications within the 
Department of Defense in the category of military construction. The 


purpose of this examination is to identify the established framework 





5 
Military Construction Appropriations Bill of 1967, op.cit., p. 13. 
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within which the planning, allocating, accounting and reporting for 
military construction is to take place. In conducting this examination 
of the military construction process, the Office of the Secretary of 
Defense has been the focal point since, in the words of President 
Eisenhower: 

"No function in any part of the Department of Defense 

or in any of its component agencies is to be performed 

independent of the direction, authority and control of 

the Secretary of Defense." 

Particular emphasis is placed on the directive guidance provided to the 
military departments by the Office of the Secretary of Defense for the 
execution of the financial management of the military construction 
programs. 

Congressional influences and military department traditions and 
practices play important parts in the military construction process. 

An examination of that process must recognize those roles but this 
investigation is primarily concerned with how the Secretary of Defense 
has provided that he exercise direction, authority, and control over 
the military construction program. The approach used is a survey of 
the announced management doctrine and management practices within the 
Department of Defense. 

An overview of the field of military construction is presented in 
Chapter I, The different areas of new construction which are not 
specifically classified as military construction are examined. A brief 
description of the four excluded areas helps to clarify, by the 


differences implied or expressed, the scope of what is managed in the 


military construction category. Chapters II and III examine the 





6 


William R. Kintner, Forging a New Sword, (New York, Harper 
Brothers, 1958), p. 46. 
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4 
management doctrines established by the Secretary of Defense and how 
these doctrines are expressed in the organization and functioning of 
the military construction portion of the Office of the Secretary o? 
Defense, Chapter IV examines the system and management control of the 
military construction process throughout the Department of Defense by 
the Office of the Secretary. 

The military construction process is not a subject which has 
captured the fancy of authors in the way some of the more glamrous 
military topics have, The term "military constructior" is rarely 
found in literature other than in official rsovernment documents. A 
few of the rare secondary sources of information pertaining to military 
construction were researched and have been cited herein, but most of 
the data for this study were obtained from laws, records of hearings 
before Consressional committees, military documents, and publications, 
Some interpretations presented are based upon the author's 
observations and participation in the military construction process 
during two budget formulations while on the staff of the Chief of 
Naval Operations. In those instances where interpretations differ 
from established practices or procedures, they have been supported by 
observation or interview with military and civilian personnel who are 


involved with the “actual practice’ of the process, 


CHAPTER I 
THE NATURE AND SCOPE OF MILITARY CONSTRUCTION 


Within the Department of Defense, the term "military construction" 
represents all acquisitions of land and purchase or construction of 
buildings and the structures and facilities known as real property. 

This category is comprised of barracks, training buildings, aircraft 
runways, ship piers and other similar items, It includes both new 
construction and work on old construction such as alterations, additions, 
conversions, and replacement of existing facilities, but not maintenance 
and repair of facilities. A military construction project includes all 
types of equipment which may be part of real property structures such as 
air conditioners, but not included are equipment for production 
activities or other movable equipment installed in these structures, | 
Excluded are items such as installed machine lathes. 

There are areas of new construction specifically excluded from 
the defense establishment management classification of military 
construction but which do relate to military readiness. The excluded 
areas are: 


Construction defined as an integral part of contracts 
for procurement and production. 





1 
DOD Directive 7040.2, p. 3. 





Construction financed under appropriation for 
research and development. 


Construction financed from appropriations for 
operations and maintenance. 


Construction for civil defense. 

Each of these excluded areas are financed, as indicated, under 
separate appropriations for their specific purposes and are managed 
within these categories. The separation of the categories is in 
accordance with the method used by Congress to provide funding based 
in terms of the type of work or services performed. All budgeting 
and financing for defense programs and functions comes under the 
following types of funds: operation and maintenance, military personnel, 
procurement and production, research and development, civil defense, 
and military — Construction directly related to the other 
eategories is not included in the military construction area. 

Although this thesis is primarily concerned with military construc- 
tion per se, each of the above listed exclusions will be briefly 
deseribed to clarify what is included in the military construction 
process. 

Military construction is one of the major areas of command and 
management within the defense establishment. It is a separate and 
distinct classification so far as financial expenditure is concerned, 
and as such, plays an important part in the total defense effort. It 


is managed by a clearly separate system with a specific financial 





2 
Budget in Brief, Fiscal Year 1967, op.cit., p. 66. 


ee 


management system and is distinctly under Congressional interest and 
taliéammes” 

The funds required for military construction are provided by 
appropriations made specifically for that purpose and assigned to 
individual construction projects in the annual military construction 
appropriations act. Based on longestanding rules of Congress, construce 
tion programs are handled through a process of hearings for justification 
and legislative authorization as well as hearings for justification of 
an appropriation ou,” Authorizations and appropriations are provided 
for individual specifically designated projects and are not intere 
changeable without Congressional approval. That is to say, in order 
to change location, size, dollar value, or in any other way, an approved 
project requires specific permission from Congress, The legislative 
phase of the military construction process is therefore likely to be 
very slow and inflexible. There are provisions which allow for a degree 
of responsiveness and flexibility to construction requirements which 
could not have been programmed ahead of time. The exceptions to the 
normal processes are reviewed later in the paper. 

Construction Defined as an Integral Part of Contracts for 
Procurement or Production 

The Department of Defense, in attempting to abide by the intent of 
Congress to fund all construction projects through the Congressional 
authorization process, states in reference to providing facilities for 


industrial functions (procurement or production of supplies and equipment): 





3 


Department of Defense, Financial and Accounting Procedures in the 


Area of Appropriations for Military Construction (Washington, D.C., U.S. 
Government Printing Office, January 1960), pe. 14. 


4 
Elias Huzar, The Purse and the Sword, (Ithaca, New York: Cornell 
University Press, 1950), p. 224. 
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"1. Use of Funds for Military Construction. Procurement 
funds will generally not be used for construction of buildings 


and structures which are Government-owned, Covernment -operated 

military establishments. Such facilities should be funded 

from military construction appropriations. . « e" 

The Department of Defense Directive concerning Industrial Facility 
Expansion and Replacement (4275.5) also establishes that it is not 
economically feasible for the Government to construct and maintain, in 
advance, all of the industrial facilities which might be needed in the 
event of war. In addition, it is recognized that not all peacetime 
industrial needs of the defense establishment can be met due to political 
and economic pressures of a peacetime environment. President Eisenhower 
described the type of pressures which exist in this environment when in 
1953 he said: 

"The cost of one modern heavy bomber is this: a modern 

brick school in more than 30 cities. It is two electric power 

plants, each serving a town of 60,000 population. It is two 

fine, fully equipped hospitals. It is some 50 miles of 

concrete highway." 

Hitch and MeKean in 1960 highlighted these pressures when they wrote 
that budget decisions between defense and nondefense expenditures depend 
greatly upon the unarticulated preferences of Congressmen and we 

Industrial facilities are defined as the means by which (plant and 
plant equipment) supplies and equipment are produced, procured and 


maintained, The commitment of the Defense Department to ownership Is 


summarized as follows: The Department of Defense will (1) support a 





5 
Department of Defense, Office of the Secretary of Defense, 


Industrial Facility Expansion and Replacement, DOD Directive 4275.5 
(March 13, 1964), par. VI I. 


6 
Eisenhower, Dwight D., "The Chance for Peace", an address 
reprinted in The Department of State Bulletin, April 27, 1953, p. 600. 


7 
Charles J. Hitch and Roland N. McKean, The Economics of Defense 
in the Nuclear Are (New York: Atheneum, 1965), p. 29. 
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national industrial base responsive to peacetime and wartime require- 
ments. .« « e Lhe industrial base, consisting of both government-owned 
and contractoreowned facilities, will be considered as necessary to 
support the approved forces; and, (2) where plant expansion is required 
to perform Defense contracts, it will normally be accomplished through 
increase in contractoreowned facilities, Provision of new government 
{ndustrial facilities to a contractor will be held to an absolute 
minimums © 

Within the directive the conditions of the absolute minimum are 
described to mean that provision of a facility is required to obtain 
the results of a contract or provision of an existing facility for 
private use will result in substantial savings to the government. 

Congress, when considering an industrial type of facility, provides 
the funding for the area of construction as part of the procurement 
appropriation. This is done to provide the necessary degree of 
flexibility, efficiency, economy and effectiveness in expanding the 
private industrial base (plant) to be responsive to government demands. 
Since these funds are the result of a different appropriation, they are 


not part of the military construction management process. 


Construction Financed Under Appropriations for Research 
and Development 


Under the military construction appropriation, Congress annually 
provides funds for facilities for research and development to support 
advanced research and weapons development for strategic, offensive and 


defensive systems as wel] as various other research gee geime.’ 


8 
DOD Directive 4275.5, op.cite, pare V As 
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Department of Defense Extract, The Budget of the United States 
Government, Fiscal Year Ending June 30, 1967, p. 337, 
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In addition to research and development facilities which are part 
of the military construction management process, some construction is 
funded and managed as an interral part of the research and development 
program. It is not the purpose here to investigate this program in 
depth. However, it is felt that a general description of what construce- 
tion is encompassed by the Department of Defense research and development 
program should be discussed here, 

The Department of Defense maintains as its ultimate objective that 
the financing of all costs of military construction programs will be 
under the appropriations for that purpose. In general, the determination 
as to how the financing shall be requested of Congress is based on the 
cost-benefit analysis bearing on the specific research and development 
program being considered. The fact that there is a choice in the 
method of funding stems from a lack of specific definitive intent within 
the law covering construction and research and development contracts: 

"A contract of a military department for research and 
development, or both, my provide for the acquisition or 
construction by, or furnishing to, the contractor, of 
research developmental, or test facilities and equipment 
that the Secretary of the Military department concerned 
determines to be necessary for the performance of the 
contract « « eo’ 

Based on this section of the law, it is up to the discretion of the 
Secretary of Defense when to incorporate construction into research 
and development contracts. 

Specific reference to this section of the law is made in the 


annual Department of Defense Appropriation Act which provides the needed 


funds for such projects. The standard statement is: 





10 
U.S. Code, Title 10, Sec. 2353{a),. 


| 
' 
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"During the current fiscal year, appropriations 
available to the Department of Defense for research and 
development may be used for the purpose of Section 2353 of 
Title 10, United States Code, and for the purpose related 
to research and development for which expenditures are 
specifically authorized in order appropriations of the 
service concerned," 


Construction Financed From Appropriations for Operations 
and Maintenance 

In fiscal year 1966, of the funds appropriated for the operations 

and maintenance of the military forces, $673 million were made available 
2 

specifically for the maintenance of real property facilities.- The 
fact that a portion of these funds are used for bona fide construction 
projects is pertinent to this discussion since there has been Congress- 
ional comment in this area concerning the Department of Defense 
management of construction funding. Congressman Sikes, Chairman of 
the Subcommittee on Military Construction Appropriations, of the 
Committee on Appropriations, stated in a report: 

"The problems in the construction effort in South Vietnam, 
as they relate to coordination and management, point up the 
necessity for an inedepth study by the Department of Defense 
of the construction organization best suited to meet the 
Defense needs of this country. The Committee calls upon 
the Department to take steps to initiate such a study, which 
will give consideration to construction requirements of the 
Department both in normal peacetime activities and during 
the exigencies and emergencies of war -W1 


There are three reasons for funding some construction from the 


operations and maintenance appropriations. One reason is the close 





11 
U.S. Congress, Department of Defense Appropriations, 1966, 
Public Law 213, 89th Cong.,lst Sess., 1965, Title IV, Sec. 620. 
12 
Department of Defense Extract, op.cit., p. 293-297, 


13 


U.S. Congress, House, Committee on Appropriations, Military 
Construction Bill of 1967, 89th Cong., 2d Sess., 1966, H. Rept. 2020 
to accompany H.R. 17637, p. 13. 


a 
] 
@ 
—_ 7 
a 
io ad 
7 
Se 
C7 ' 
- &- A 





12 


relationship between military operations and necessary construction. 
Where a need exists in the combat area, there mist be a capability 

to fulfill the construction needs for, let us say, a hospital or an 
airfield. There can be little argument that this construction is part 
and parcel of operations. It has been recognized to be an integral 

part of military operations and is correctly funded and managed as such. 

Closely akin to construction in active combat operations Is 
construction which Is necessary for troop support during operational 
type training. In areas of non-combat operations, there is construction 
which is directly in support of troop activities such as training and 
related maneuvers, The close relationship of such activity to military 
operations makes charging such construction funding against operations 
appropriations acceptable. In this case, as in the preceding, the 
majority of the work is done by troop units; that which {s not troop 
work falls under the responsisility of service force personnel. 
Different titles for each of the military departments refer to these 
personnel as the Public Works Officer (Navy), the Base Civil Engineer 
(Air Force), and the Post Engineer (Army). Generally, the work 
performed by these units is upkeep and maintenance work which is correctly 
within the intent of operations and maintenance funding, 

The base maintenance engineering departments are given by law, 
with approval of the Secretary of Defense, the authority to undertake 
Limited construction projects. These are relatively small projects 
and this authority is cranted to recuce the command-manarement effort 
normally connected with construction authorization and funding. These 
construction projects ere referred to, managed and funded as a distinct 


caterory -- minor construction. 


t 
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In the interest of flexibility and to keep preparatory costs such 
as for planning and design more in line with the size of projects 
included in this category, the Congress has allowed that projects 
having a price of not more than $25,000 may be funded from operations 
and maintenance appropriations. This authorization, however, limits 
the use of funds in this manner by requiring that projects costing more 
than $15,000 which are known of in sufficient time for normal submission 
in the military construction process will be requested in that sunner:** 

The law further provides that a construction project because of an 
existing or developing condition, which has arisen suddenly, and cannot 
be delayed for inclusion in future military construction legislation 
and costs not more than $200,000, be classified as "urgent". Such 
"urgent" minor construction projects costing between $15,000 and $25,000 
may be funded either from military construction appropriations or from 
the operations and maintenance appropriations. The projects costing 
between $25,000 and $200,000 may only be funded by military construction 
apitepriations,-° 

Minor construction projects are deemed too small to require 
description, justification, review and authorization project by project 
at the Congress, but a report on all minor construction is made to the 
Congress semi-annually. 

Although it has been shown that minor construction projects are 
funded from two separate appropriations, it is a fact that minor 
construction is a distinct funding and management classification. Since 


some part of the minor construction program is funded from the military 
SS SS sts sna epee 
14 


U.S. Code, Title 10, Sec. 2674, 
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construction appropriation, the funding of the two management entities 
is closely related, The interrelations and intereactions of these 


two systems are discussed later. 


Construction for Civil Defense 

This last link of the Defense Department construction chain was 
forged in July of 1961 when, by executive order, the Office of Civil 
Defense was created and established as a part of the Department of 
Defense effective August 1 of the same year. The office provides for 
the operation, maintenance and continuing development of the nationwide 
emergency warning system and provides for the development of a nationwide 
inventory of fallout shelters and plans for their use,+° 

An expressed national desire for greater defense efforts in the 
civil sector has resulted in substantial annual expenditures in this 
Defense Department construction area. During Congressional hearings 
concerning civil defense construction expenditures, the following totals 
were given: $23,452,758 in fiscal year 1964; $41,530,000 for fiscal 
19653 in fiscal year 1966, $95,000,000 was the amount of the Defense 
Department Civil Defense budget, but only $34,000,000 was appropriated 
by the Guareiee” The large dollar amounts provided show that it is 
an important and distinct management category within the Department, 

The funds required for civil defense construction projects are 
not appropriated under any of the earlier mentioned categories but rather 


receive Congressional review and sanction throuch the Independent Offices 





16 
U.S. Office of the President, Executive Order 10952, Assigning 


Civil Defense Responsibilities to the Secretary of Defense and Others, 
July 25, 1961. 


17 


UeS. Congress, Independent Offices Appropriation Act, 1956, 
Public Law 128, 89th Cong., Ist Sess., 1965. 
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Appropriation Acts. As a result of this difference, projects which 
fall in this area of construction are not managed and controlled as 
part of the other programs in the planning, programming, and budreting 
process of the Department of Defense. 

In execution there is, however, close defense establishment inte- 
gration and much of the civil defense program is accomplished by the 
departmental operating construction azencies, 

The Navy Facilities Engineering Command (formerly the Bureau of 
Yards and Docks) and the Army Corps of Engineers have jointly accomp] ished 
the annual program of providing fallout protection construction for the 
National Emergency Broadcasting System. This system consists of 
privately-owned stations cooperating to provide facilities for emergency 
comminications to the federal, state, and local governments. The Corps 
of Engineers is responsible for the continuing survey, classification, 
and identification program for public shelters in small structures. 

The two operating construction agencies are reimbursed for the costs 
of the construction by the transfer of funds from appropriations made 
available to the Office of Civil Defense for shelters. !® 

To further support the civil defense program, the Office of Civil 
Defense uses other agencies both private and government in research and 
design for its construction requirements, The Stanford “esearch 
Institute along with the United States Naval Radiological Laboratory are 
acting for the Office of Civil Defense in directing fareranging studies 
by various subcontractors on applied research and exploratory development 


in support of shelter design, construction, management and use,!” 
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Therefore, due to its particular and specific purpose, and in 
spite of its close relationship to military construction, the Civil 
Defense construction program is not part of the military construction 
process, Funds are authorized and appropriated not on a detailed 
line-item/project basis, but rather on a broad objective (shelters) 
basis. It is, therefore, managed separately from the military 
construction management system. The Concress requires that the intent 
of having all facilities which are bullt for Federal ownership be subject 
to the specific authorization and appropriation process be adhered to 
and showed this in the 1966 appropriation, A project requested by 
Civil Defense for regional operetional centers was approved and appre- 
priated in the full amount, but sinee the project wes to provide 
facilities (not just shelters) for Federal Government ownership, the 
funds had to be transferred to military construction appropriation for 
execution by the Department of Defense. 7° Therefore, although the 
construction was managed up to appropriation outside the military 
construction system, for execution it has become part of the military 
construction management system. 

The discussion to this point has focused on the fact that for 
military construction the Congress has established a completely separate 
area of planning and control through separate legislative authorization 
acts as well as separate appropriations. It has all ae been shown that 
other Defense Department areas of construction are closely related and 
in some ways interact with the military construction process in providing 
for national defense. It is, however, the intent of this study from 
here on to concentrate on that specific area of management pertaining to 


military construction. 


20 
U.S. Congress, Public Law 128, op.cit., p. 684, 





CHAPTER IT 


THE AUTHORITY, DIRECTION AND CONTROL OF THE SECRETARY OF 
DEFENSE OVER MILITARY CONSTRUCTION 

As the top man in the military establishment, the Secretary of 
Defense is ultimately responsible for every phase of the Department of 
Defense's functions, The manacement of military construction {is no 
exeeption, but in addition to this inferred responsibility, the 
Secretary of Defense has been specifically charged to oversee this 
program as follows; 

The Secretary of Defense shall maintain direct 

surveillance over the planning and construction of public 

works projects by the military departments, The Secretary 

shall keep currently and fully informed of the status, 

progress and cost of, and other pertinent matters concerning, 

these projects. 
The overseeing or maintaining of surveillance over a program such as 
the military construction program connotes the operation of a commande 
management program of considerable marcnitude, As was shown in the 
preceding chapter, this prozram is complicated and subject to mech 
interaction both within the defense establishment and from outside the 


department. It is the purpose of this chapter to investirsate how the 


Secretary of Defense, within his own office, manaces this process, 
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Manavement Doctrine 


ee ae 


In The Principles of Orrganization, James D. Mooney holds that 


“doctrine means the definition of the objective". Mooney further 
describes that for any operation or organization to be a success it 
is necessary to establish the doctrine from the eutact.” By establishing 
a doctrine, the highest officials are stating their participation in the 
overall management of the organization and, at the same time, are 
establishing their objectives for the orranization. Rased on these 
concepts, it serves as a good starting point to carefully appraise top 
management's objectives in the military construction management process 
and to appraise also how top management is involved in the total process, 
Due to the complex and changing nature of this program, there is 
no one well defined and finely drawn set of objectives regarding the 
management of the military construction process. In order to establish 
what seems to be the standard policy or doctrine, one must search 
throuch the myriad of directives issued and decisions rendered at the 
Secretarial level. Guidance given annually concerning budget submissions 
and budset reviews provide indications of doctrine as do public statements 
and statements made for the record at Congressional Nearings. An 
ofteheard phrase which seems to persist in all of the mentioned sources 
is "to get the most bang for a beets?” This is an accepted and a "catchy" 
way of referring to cost effectiveness analysis which is a concept that 


was introduced by the present top management and appears to be the 





James D. Mooney, The Principles of Orranization, (New York: 
Harper and Brothers, 1947), p. 10. 


3 
"Survey of the Management Revolution in the 1960s in the Devartment 


of Defense" (Office of the Assistant Secretary of Defense, Conptroller, 
September 1966), p. 7 (mimeographed). 
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principle objective of that management. A more precise statement of 
cost effectiveness, in terms of construction, would be to provide the 
needed facilities at the best possible cost to provide the most effece 
tiveness in accomplishing the assigned mission. 

The involvement of top management, that is, the Secretary of Defense 
and his immediate staff, in the active management of the military 
construction process is an important point of focus. Although he was 
speaking of management in general, the Secretary of Defense stated: 

"I strongly believe in the pyramid nature of decision 

making and that within that frame, decision making should 

be pushed to the lowest level in the organization that has 

the ability and information to apply approved policy. 

“We are now giving more clear statements of what policy 

is with the idea that lower levels in the pyramid will then 

be able to apply it consistently and intelligently to 

particular sets of circumstances," 

It would seem from this statement that it was the intention of the 
Secretary of Defense that he and his staff would function only as 
policymakers and reviewers of lower level decisions, The imlication 
is that the necessary information and abilities for competent decision 
making may be found at a lower level than that of Secretary of Defense, 
It is also inferred that rather definitive guidance will be provided 
to facilitate lower level decision making. 

The Congress has always been very interested in Defense Department 
management. This interest has not lessened with the introduction of 


the planning, programming and budgeting systems and, as a result, 


Congressional hearings provide some insight concerning the Secretary 
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of Defense's management policies. When questioned at an appropriation 
hearing about centralization of control, Mr. McNamara replied: 


"While I believe that unified planning, programming 
and decision-making are indispensable to the effective 
manacement of the defense effort, I am equally convinced 
that the actual operation of the program should be managed 
to the maximim extent possible, on a decentralized basis. 
The defense effort is entirely too big, too comlex, and 
too geographically dispersed for its operation to be 
managed from a single central point. Thus, the organiza- 
tion and management of the Defense Department must be 
based on the principle of centralized planning and 
decentralized operation." 


The above remarks were made concerning management in general and 
not about management of the military construction process. However, 
it may be assumed that the basic approach to management of the Department 
of Defense will also be the approach which is applied to the military 
construction area. 
Supplemental to these comments, of what seems to be the policy of 
the Secretary of Defense in management, is the following excerpt from 
remarks made by a man involved very closely with the field of management 
in military construction. Mr. Robert C. Moot, Deputy Assistant Secretary 
of Defense (Logistic Services), referring to management system in the top 
echelons of the Defense Department has said: 
| "Sefore discussing the system itself, let me start by 
mentioning some of the major elements of Mr. McNamara's 
management philosophical concept which have become evident 
in the past few years. 

"First, and certainly of primary importance, is the 
conviction of the Secretary of Defense that good management 
requires a welleorganized and functioning decision-making 


process which expresses decisions in explicit and 
quantitative terms. 





U.S. Congress, House, Subcommittee of the Committee on Appropri- 


ations, Hearings, Department of Defense Appropriation for 1964, 88th 
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"Next, it is Mr. McNamara's belief that important 
questions should be addressed by the top level management 
officials in the DOD and to this end he has required that 
the Secretarial level and Heads of Agencies become involved 
and assume responsibility for making recommendations to him 
and, in turn, only he and his deputy can make imortant 
decisions. By this means, he attempts to assume that 
problems of significant import receive management attention 
of significant import. 


"In Mr. MeNamara'ts view, a manager's role in the 

enterprise should be positive rather than passive in nature. 

A good manager should continuously, through inquiry and 

study initiation, seek ways and means of improving operations 

with no more or less relative application of resources," 

The Assistant Secretary of Defense (Administration), Mr. Solis 
Horowitz, whose office is the formal Department of Defense focal point 
for organization and management procedure, summarizes the Secretary of 
Defense concept of management in this way: 

"To sum up, Mr. McNamara believes that by law, he is 

responsible for running the Department of Defense. Ile 

believes that the ultimate decisions must be made by himself, 

based upon the best advice, military and civilian, that he 

can get. . « e He believes that once the policy decision 

is made, operations mist be carried out by those who are 

operationally responsible, but they mst be mogted out in 

full conformity with the policy decision made." 

Applying these remarks to the management of the military construction 
process there seems to be an implication that all decisions in the planning 
and programming phases are made at the Secretarial level since all of these 
are important decisions. Furthermore, in the execution or operating phase, 
sufficient direction from above shall be provided to allow operating 


choices to be made at the operating level. 





$ 

Robert C. Moot, "Management Projects of the Secretary of Defense", 
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It appears that within the Office of the Secretary of Defense 
the expressed emphasis seems to be on the following functions associated 
with the management process: Decision making on key issues; directing 
the performance of subordinates toward chosen goals through policy 
formulation; organizing for task accomlishments; planning the courses 
of action by which objectives may be achieved; programming the necessary 
resources to accomplish the chosen course of action} and controlling, 
throuch performance measurement, the progress toward selected objectives, 

A study of Department of Defense Directives and Instructions 
pertaining to military construction provides an explanation of how the 
Office of the Secretary of Defense either performs or delerates the 
performance of necessary management functions. As a result of such a 
study, five areas of management activity can be identified and investigated 
to determine how the Office of the Secretary of Defense involves itself 
in the management of military construction. The five areas of management 
activity are: 

1. Policy formulation concerning what is military construction. 

2. Formulation of desien standards, safety features, type and 
quality of materials to be used. 

3. Formation of financial management procedures, 

& Standardization of the administration of contracting 
procedures. 

Se Policy formilation concerning responsibilities of the various 


Defense agencies, including the military departments. 
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What is Military Construction? 

As was shown in Chapter I, not all construction done by or for 
the Department of Defense is covered by the term "military construction”, 
It is, therefore, necessary for the Office of the Secretary of Defense 
to be definitive about what is ineluded in the classification "Military 
Construction". The numerous instructions and directives relating to the 
field have been an attemt to provide guidance to those involved with 
the comlex process. The titles included in the bibliography give an 
indication of how difficult the task has been of explaining what is 
intended to be included in the category of military construction. Many 
of the directives and changes to directives have been necessitated 
through the efforts of some managers attempting to “get around" the 
intent of the law or reculations. Congressional interest in this field 
is very intense and there have been investigative hearings before the 
Committee on Covernment Operations of the House of Representatives 
regarding en inquiry into situations where abuses had been uncoverec, 
Facilities have been built in excess of appropriated funds, with disregard 
to designated specifications and in some cases, without any authority at 
all. The principle fault which seems to have been noted most often in 
these hearings centered on questions of definition.” 

In an effort to prevent interpretation of a term or criteria from 
being manipulated to satisfy individual or local requirements, the basic 


directive containing definitions has been modified two uhewes” There 
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have been additional changes to this directive. ilowever, changes 1 and 4 
were the only ones pertinent to the subject of the definition of terms. 
A study of the changes has shown that it was not an effort in any 
way to change the meaning of the directive, The changes were made in 
an effort to insure that the preseribed process be adhered to in 
obtaining authorization and appropriation for military construction; 
that is, Congress was not be left out of the decision process, In 
addition, the intent of the changes were to make the control of the 
military construction process by the Secretary of Defense more thorough 
and mre effective. The authority of the current directive is stated 
quite frankly and simply in an effort to be precise and not to be open 
to individual interpretation, Under "Policies and Procedures”, the 
present directive states: 
“All determinations as to whether projects shall be 
funded under military construction appropriations shall be 
based upon the criteria contained in this Directive and its 
glossary of terms regardless of the terminology used to 
describe the project ,'10 
Farther on in the directive, it is established that: 
", « « construction programs will be presented, 
reviewed, adjusted and approved through established command 
and staff channels, including the Office of the Secretary 
of Defense and Bureau of the Budget before submission to 
the Congress. . « oil 
Congressional participation is referred to with the words: 
"Except as they may be changed otherwise by the Congress, 


the foliowing policies with respect to lerislative authorizae- 
tions will be assumed: 
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(a) Specific legislative authorizations will be 

required for work to be performed under major construction 

programs, General legislative authority will be provided 

with respect to other construction programs," 

Construction Standards 

The Office of the Secretary of Defense has issued forty-seven oe 
directives and/or instructions which provide standards of construction. 
Thirty-seven of these list space allowances for various facilities (such 
as bachelor living areas, recreational facilities, chapels, offices, 
and storage spaces), provide types and qualities of materials to be 
used and specify minimum design standards for healthful conditions. 
Four of the directives deal with criteria for construction of protective 
shelters considering possible effects of nuclear weapons. Six directives 
are concerned with design in the matter of safety such as the specificae- 
tion of a safe distance of a building from an explosive hazard, 

A sumaary of what is to be accomplished through these directives 
is best stated in the purpose given in one of the directives; 

"To set forth the basic construction standards and 

criteria for structural adequacy, space, durability, and 

design for permanentetype facilities at military establish- 

ments." 

These standards generally are not subject to exception. When 
exceptions may be authorized without specific approval of the Secretary 


of Defense, the approval authority for exceptions is specifically dele- 


gated. An examle of such delegation of exception authority, which has 
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been a topic in recent years, concerns the providing of air condi- 
tioning. The current intention," which is relatively recent in 
origin, outlines the conditions which must be met to warrant the 
installation of air conditioning. In addition, it provides that 
exceptions to the criteria may be approved by the Departmental Secretary 
(Army, Navy, Air Force, etc.)3; further, it is provided that the exception 
authority may be redelegated to the departmental assistant for 
construction. The requirement is established along with the authority, 
that any approved exceptions are to be reported to the Assistant Secretary 
of Defense (Installations and Logistics) as soon as action has been taken. 
The requirement for instant reporting guarantees effective control by 

the Office of the Secretary of Defense. 

As well as issuing guidance in the form of directives and 
instructions pertaining to construction standards, the Office of the 
Secretary of Defense is continually involved in seeking improvement in 
the management of and in the direction of construction activities. 

Paul R. Ignatius, Assistant Secretary of Defense (Installations and 
Logistics) in his testimony at justification hearings before the louse 
appropriations subcommittee for fiscal year 1967, explained: 

"The comprehensive system of Department of Defense 

construction criteria is being continually reviewed and 

improved. During the past year it has been expanded to 

incorporate guidance in a number of new fields. Incluced 

in this new suidance is a Department of Defense directive 

which implements national policies in the area of environe 


mental pollution control, and establishes a committee to 
assure effective administration of this policy. 





14 
Department of Defense, Office of the Assistant Secretary of 


Defense, Installations and Logistics, Air Conditioning, Evaporative 
Cooling, Dehumidification and Mechanical Ventilation, DOD Instruction 
Noe 4270.7, March 8, 1965, 


27 


"Under an architecteengineer contract, a manual is 

now being developed to consolidate all of our existing 

criteria which are presently issued in the form of 

numerous separate instructions and other media... 

"York is proceeding on the development of standard 

Department of Defense definitive designs for repetitive 

facilities, which will provide greater comparability of 

construction between the using services. Design for two 

types of these facilities have been preraereed and 

several more are about to be comleted.t! 

Repetitive facilities referred to by Mr. Ignatius in his testimony 
are in the categories of bachelor officer and enlisted quarters, enlisted 
dining facilities, family housing and various community support facilities. 
The assumption, by the Office of the Secretary of Defense, of the freedom 
of choice of quality and style in these areas is a significant change to 
what has been the situation. In the past, each of the departments has 
utilized standard designs for these types of facilities which had to 
conform to Department of Defense criteria, but which nevertheless 
reflected the individual requirements of the using Department. “ow the 
military departments have the choice of (1) where to locate the facility 
at the receiving installation and (2) how to best provide the specified 
facility within the appropriated money limitations. The Office of the 


Secretary of Defense now exercises the choice in quality and style of 


facility which the military services used to exercise. 


Financial Management 


Within the Office of the Secretary of Defense an objective of 


financial management is to aid in achieving maximum military effectiveness 
15 
UeS., Coneress, llouse, Subcommittee of the Committee on 


Appropriations, liearings, Military Construction Appropriations for 1967, 
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the lowest cost. The performance of this assignment is accom] ished 

throush the following functions: budgeting, funding, accounting, 
finance, reports and statistics, and auditing. These are the portions 
of a closely controlled financial system for military construction 
overseen by the Assistant Secretary of Defense for Financtal 
Management (Comtroller).)° 

It is the responsibility of the Comptroller to see to it that the 
intent and the letter of the law are adhered to in the use of public 
funds for construction. The Comptroller mst also be concerned with 
the receipt of sufficient information to assist the Secretary of Defense 
in the management control of the Department of Defense. Indeed, the 
importance of this last remark can be highlighted by a reference to the 
definition of management control given in a recent publication by Dr. 
Pobert “, Anthony, Assistant Seeretary of Defense for Financial 
Management (Comptroller): 

"Management control is the precess by which managers 

assure that resources are obtained and used effectively 

and efficiently in the accomplishment of the organization's 

objectives," 
There is in the directive system a stated policy in support of this 
responsibility of the Comptroller which reads: 

"It is desired that the appointment procedures delegate 
maximum responsibility to the Military Departments and at the 
same time maintain such controls as are necessary to properly 


discharge the duties and responsibilities of the Secretary of 
Defense, It is incumbent upon this office and the Military 
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Departments that all measures be taken to insure that the 
construction program will secure, to the maximum extent 
possible, those items which were justified to the Congress 
and which remain essential to the accomplishment of 
assigned missionse" 


The authorization to obligate and expend funds which have been 
appropriated for a specific purpose is passed by Congress to the user 
or operating unit head in the field via the Secretary of Defense and 
the military departmental chain of command. This process is the 
apportioning of funds and facilitates the required departmental level 
auditing meson, *” This is not to say that all of the earlier 
mentioned functions of the financial management system are not present 
throughout, because they are. However, auditing of the system is 
needed at the department level to provide the necessary reports which 
must be provided to maintain the prescribed degree of control over the 


system from the top. 


Contracting for Procurement 


Procurement policies are established with the written law and are 
stated in basic concepts: 


", . » purchases of and contracts for property and 
services covered by this chapter shall be made by formal 
advertising in all cases in which the use of such method 
is feasible and practicable under the existing conditions 
and circumstances," 
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The Jecretary of Defense in centralizing all procurement for the 
Department of Defense has ostablished procurement policies and 
procedures which are to be adhered to in all contracting including 
that which pertains to military construction, 

The Department of Defense contracting for procurement policy has 


been coordinated and com iled in the Armed Services Procurement 





hegulations. These regulations apply to all purchases and contracts 
made by the Department of petease.” 

The regulations preseribe contract forms, advertising procedures 
and rules, negotiation rules and other factors pertinent to the business 
of government procurement. 

The military departments may develop supplemental instructions 
regarding procurement contracting, but these directives must be fully 
consistent with the basic regulations, To insure acreement and compliance, 
supplemental directives are reviewed by the Office of the Secretary of 
Defense. To assure compliance with established rules and regulations, 
periodic inspections are conducted by the Office of the Secretary of 
Defense. 

This development has described the role of the Office of the 
Secretary of Defense in the management of military construction procure- 
ment contracting as one of establishing policy and of defining proeeedures 
with little if any involvement in the actual execution except through 


periodic field inspections. 
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Departmental Responsibilities 

The National Security Act of 1947 established that each of the 
military departments was to become a part of a single defense establish- 
ment under the unified direction, authority, and control of a Secretary 
of Defense. Each of the departments was to retain its own Secretary 
but the Secretary of Defense was to provide interrated policies and 
procedures for the total establishment. The Secretary of Defense is 
charged with the responsibility to provide for more effective, efficient 
and economical administration in the Department of Defense. 

In an effort to clearly establish the relationships within the 
Department of Defense, as prescribed in the National Security Act, the 
Secretary of Defense issued the directive stating the Functions of the 
Department of Defense and Its Major Compuaeres. This directive (5100.1) 
redefines the internal relationships which exist within the defense 
establishment. In this directive the military departments are assizned 
a general responsibility which refers to military construction. Each is 
directed to: 

"Nevelop, garrison, supply, equip and maintain bases 

and other installations, including lines of communication 

and provide administrative and logistical support for all 

forces and bases." 

An earlier directive (4270.5) provides definitive responsibilities for 
the individual departments in these words: 
"The Departments of the Army, Navy and Air Force are 


responsible to the Secretary of Defense and to the Congress 
for the proper management of the respective Army, Navy, and 
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Air Force portions of public works construction programs, 
and for the economical use of funds appropriated to the 
respective departments for such public works construction. 


"The Department of the Army shall utilize primarily 
the services of the Corps of Engineers, Department of the 
Army and the Department of the Navy shall utilize primarily 
the services of the Bureau of Yards and Docks, Department 
of the Navy, for the design and construction of public 
works for their respective Departments, but each may 
utilize the construction organization of the other 
Department for that purpose where desirable. The Department 
of the Air Force shall utilize to the fullest extent the 
services of the Corps of Engineers and the Bureau of Yards 
and Docks for Air Force public works design and construction, 
except that certain projects, as provided in paragraph 3 
hereof, may be designed and constructed by the Air Porce 
under its own supervision, 


"The Department of the Air Foree may design and construct 
under its own supervision (1) research and test facilities 
peculiar to aircraft development and (2) such other projects 
as may be approved by the Secretary of Defense. Prior to the 
initiation of the design or construction of any project which 
the Air Force proposes to undertake under under its own 
supervision (other than advance planning and cesien prior to 
statutory authorization), the Secretary of the Air Foree 
shall submit to the Secretary of Defense for his approval 
(with copies to the Secretary of the Army and the Secretary 
of the Navy) 3 complete deseription thereof and an estimate 
of the cost." 


In essence, this quotation establishes that each military department 
shall report to the Congress and to the Secretary of Defense for manarcee- 
ment control of its military construction function. If there were no 
other definitive directives roverning the management of the military 
construction process, the above quoted suidance would seem to provide 
considerable autonomy to the individual service secretaries, /lowever, 


this is not the case. Earlier discussion has established the significance 
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of Department of Defense Directive 7040.2 which has resulted ina 
thorough centralization of control over the planning, propramning, 
budgeting, and reporting in the military construction management 
process. How the military departments perform their management functions 
under this hichly centralized system shall be discussed more fully ina 
later chapter, 

Summary 

The purpose of this chapter has been a study of current Department 
of Defense directives and instructions coupled with excerpts from 
various statements of administrative practices and policies made by 
some of the important persons within the Office of the Secretary of 
Defense. The analysis has provided a closer look at what is the ton 
level philosophy of management in general and toward military construction 
management in particular within the Office of the Secretary of Defense, 

It appears that the stated philosophy accepts: that it takes a 
combination of administrative and legislative effort to carry out the 
mission of military construct ion; that the key to effective manarement 
is centralized policy control, decentralized operational control and 
adequate accountability for performances and that general policy 
guidance covering both manarcement and fiscal control should emanate 
from one office «- the Office of the Secretary of Defense. 

The organization for military construction has both general and 
special features which are unique to this mission. The Secretary of 
Defense has chosen to provide the necessary fuidanee in accom lishing 
this mission through the realm of financial management. Within this 


management system, the Office of the Seeretary of Defense centrally 
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controls, througn very specific operating policy statements, the 
phases of the system which ares; planning, prorramming, budreting, 
Congressional justification, review and approval, funding and actual 
construct ion. 

It appears that the Office of the Secretary of Defense has as its 
objective in the general management functions: to improve the decision 
making process of the Secretary, to help reduce undesirable duplication 


and to promote efficiency and economy throuch centralization of control. 








CHAPTER ITI 
OFFICE OF THE SECRETARY OF DEFENSE 


At the pinnacle of the pyramid in the military establishment, 
the Secretary of Defense is responsible for every phase of military 
construction. The Secretary is the end of the line of management 
which begins at a construction site anywhere in the defense system, 
The Secretary is also the beginning of the same line, in reverse, 
when it carries out the legislative mandates of Conrress, and the 
administrative policies of the Pnastanae, 

The Secretary represents that link in the management chain which 
receives, reviews, evaluates, coordinates and approves or cisapproves 
the actions, proposals and recommendations of the next lower lin, The 
next lower link is tho Secretary of each military department. 

Through delegation by the Secretary, matters concerning military 
eonstruction fall within the special responsibilities of two assistant 
secretaries of defense. One is the Assistant Secretary of Defense 
(Installations and Logistics). The other is the Assistant Secretary 


of Defense for Tinancial Management (Comptroller). 





1 
Department of Defense, Financial and Accounting Procedures in the 


Area of Appropriations for Military Construction (Washington, D.C., 
Government Printing Office, January 1960), p. lell. 
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f Defense 


( Tnstallat ions and Logistics) 


The Department of Defense directive which announced establishment 





and enumerated the responsibilities of the Office of the Assistant 
Secretary of Defense (Installations and Lovisties) also defines the 
office and its functions. Department of Defense Directive 5126.22 
desicnates the Assistant Secretary of Defense (Installations and 
Logistics) as a principal staff assistant to the Secretary of Defense 
and describes certain areas of responsibility in which the Assistant 
Secretary is to function as a principal staff member. There are within 
these areas of responsibility two which bear upon military construction 
specifically. These are: (1) Military construction including Reserve 
Force Facilities, and (2) keal estate and real property including wa 
general purpose spaces” The area of family housing is also closely 
allied to military construction and within the responsibility of the 
Assistant Seeretary but the management of that program is not covered here. 
In addition to specific responsibilities for military construction, 
the Assistant Secretary's Office is assigned general management functions 
to be performed under the authority, direction, and control of the 
Secretary of Defense, Each of the general functions relate to the 
management process of military construction, The functions are: 


"Recommend policies and suidance foverning Department 
of Defense planning and program development, 


"Develop systems and standards for the administration 
and management of approved plans and prorrams. 





2 
Department of Defense, Office of the Secretary of Defense, DOD 


Directive 5126.22, Assistant Secretary of Defense (Installations and 


Logistics), January 30, 1961, par. II. 
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"Review programs of the military departments for 
carrying out approved policies. 


"Evaluate the administration and management of approved 
policies and programs, 


"Recommend appropriate steps (including the transfer, 
reassicnment, abolition and consolidation of functions) 

which will provide in the Department of Defense for more 

effective, efficient and economical administration and 

operation; will eliminate unnecessary cuplication or will 

contribute improved preparedness," 

The guiding directive stipulates that the Assistant Secretary will 
not establish policy in the field of militery construction. ‘ather, he 
is authorised to initiate directives to disseminate nolicy which has 
been approved and issued by the Secretary of Defense, Such directives 
to the lower echelon military departments mist be introduced to those 
departments by way of the respective Service Secretaries. 

The Assistant Secretary (Installations anc Logistics) its authorized, 
by delegation from the Secretary of Defense, to act as his designee to 
approve or disapprove minor construction project requests in accordance 
with Section 2674, Title 19, United States Code. 

In the Government Orcanization Manual, the Assistant Secretary 
(Installations and Logistics) is assicgned the responsibility as the 
principal assistant to the Secretary of Defense for procurement.” 
Although, as was discussed earlier, procurement is a minor part of 


militery construction, it is pertinent that the Assistant Secretary 


under the direction and control of the Secretary of Defense, is 





Ibid., par. III. 


U.S. General Services Administration, Office of the Federal 
Register, ‘National Archives and “ecord Service, United States Government 
Organization Manual, 1965-66, (Washington, D.C., U.S. Government 
Printing Offiee), 1965, 
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responsible for developing and maintaining the Armed Forces Procurement 
Regulation. It is the source of all guidance for contract procedures 
within the military establishment. 


Assistant Secretary of Defense 


(Comptroller) 

The National Security Act of 1947 established the Office of the 
Assistant Secretary of Defense (Comptroller) to be responsible under 
the Secretary of Defense for defense activities from the standpoint of 
financial management. 

The Defense Comptroller is concerned with military construction 
affairs, as with other segments of defense activities, from the standpoint 
of financial management. The functions which are inherent in financial 
management and the defense financial system are: budgeting, funding, 
accounting, finance, reports and statistics, and auditing. These are 
the tools by which financial management carries out its assignment, which 
is to assist in achieving maximum military effectiveness at the lowest 
possible cost. 

The Comptroller provides guidance, direction and control under the 
authority of the Secretary of Defense, to each of the military depart- 
ments with respect to the financial management functions enumerated 
above. He is particularly involved in establishing budgetary guidance 
to the departments and in conducting, for the Secretary, budgetary 
analysis and review of the budgetary submissions of each of the departments. 

During Department of Defense budget review the Assistant Secretary 
of Defense (Comptroller) operates for the Secretary of Defense as an 


evaluator of proposed construction programs and their related budgets. 





5 
U.S. Congress, National Security Act of 1947, Public Law 253, 
80th Cong., lst Sess., 1947, Sec. 401. 
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He notes the relations of construction requirements to each other, to 
detect overlap and/or duplication. He relates construction requiree 
ments to programs intended to fulfill them in order to insure that the 
continuing requirement in fact does still exist. 

This discussion of the responsibilities and functions of the 
Assistant Secretary of Defense (Comptroller) indicates the importance 
of this principal staff assistant to the Secretary of Defense in the 
military construction management process. The Comptroller is the focal 
point within the Office of the Secretary of Defense for all inputs 
bearing on the decision process. To realize the impact that this 
position has had on the whole defense establishment, it must first be 
realized that within recent years the major management innovations 
developed for the Department of Defense have been initiated by the 
Comtroller, Mr. Wilfred J. MeNeil established a financial management 
control system for the department followed by Mr. Charles J. Hitch who 
developed the present day fiveeyear program structure. The incumbent 
Assistant Secretary of Defense (Comptroller), Dr. Pobert N. Anthony, 
has introduced the resource management system which is to be imlee- 
mented on July 1, 1967, Each of these changes has had an effect on 
the management of military construction and as the actual practice of 
military construction management is developed, the effects will become 


apparent. 





6 
"Better Ways of Doing Business in the Department of Defense", 


(Office of the Secretary of Defense, Washington, D.C., July 18, 1966), 
pe 13 (mimeorraphed). 





CHAPTER IV 
THE MANAGEMENT PROCESS OF MILITARY CONSTRUCTION 


Having examined what is included in the management category, 
military construction, and having identified the basic organization 
within the Office of the Secretary of Defense for that management, 
the next phase to examine is the military construction process as it 
is conducted. 

The management of the military construction process is most 
completely identified within the framework of the Department of Defense 
financial management structure, This structure is comprised of eight 
related and interacting functions, They are: planning, programming, 
budgeting, funding, accounting, statistical analysis, auditing and 
actual construction. During the performance of most of these functions, 
this process is subjected to the influence of various external forces 
which have an effect on the operation of the process. The forces 
represent a a of administrative and lecislative effort joinins 
to assist in carrying out the mission of military construction! 


Administratively, the Bureau of the Budget assists in the formlation of 





1 
Department of Defense, Financial and Accounting Procedures in 


the Area of Appropriations for Military Construction (Washington, D.C., 
U.S. Government Printing Office, January 1960), p. I-7. 
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the budget subwissions and in the apportionment of funds, - 
Legislatively, the Congress must authorize construction and appropriate 
the functs with which to accomlish the approved projects and the 
Ceneral Accounting Office assists the Concress in maintaining a 
check on the administration of authorized and appropriated smu” 
this chapter will be an investigation of the eight functions 
comprising the financial managemert structure and how these functions 
help to fulfill the military construction process. The examination 
shall also include the influences broucht to bear by the three noted 
exogenous factors: Congress, Bureau of the Budget and the General 
Accounting Office. 

Military construction is accomplished upon the basis of plans and 
programs in terms of projects. The basic objective of planning is to 
provice the facilities necessary to support the operating forces. 
Presented another way, planning establishes goals and objectives, the 
stratégies and tactics designed to attain them and a statement of 
requirements, such as forces, weapons systems and facilities necessary 
to implement the stratecies, Basic guidance for planning in military 
construction is provided by the policy and procedures section of 
directive 70402: 

“Major construction programs in terms of individual 
projects and installations (or other designated departmente 
wice groupings of projects, consistent with current assigned 


missions) should be prepared anmally for lezislative 
authorization requests, Each annual program should consist 





Jesse Surkhead, Government Budgetine (New York: John Wiley and 
Sons, InCe, 1956), Pe G8, 


3 
Ibid, 9 De 104, 
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of the most urgent items in a realistic development 

plan of construction requirements, time phased for annual 

legislative authorization, including, to the extent 

practicable, planned construction requirements for four 

years beyond the year for which this annual program is 

presented, Estimates for projects proposed for 

authorization in future years, beyond the budret year, 

will normally be based only upon current experience for 

Similar projects," 
Under this directive, the services have developed a principle for the 
orderly and comrehensive development of the need for physical facilities 
relating to an assigned mission, at a particular place, usually an 
installation, called master planning. Master Planning is normally 
conducted at each installation subject to guidance, direction, and 
review from the next higher level. 

Although some have other names, master plans have been prepared 
for just about every military installation within the defense establish- 
ment. These plans serve as the source of data on facilities for year 
to year construction procramming. Figures 1 and 2 are provided to show 
the types of information provided in master plans. The information in 
the figures is not related, 

Since all planning within the Department of Defense is designed to 

5 
assist the functions of the Five Year Defense Plan (FYDP) installation 
a 

plans are prepared with a forward look of five years. These plans are, 
as stated above, tied to the mission for which it is prepared, and chanres 
with the conditions under which the mission is carried out. Master plans 


are not, therefore, static but must remain dynamic, subject to review 


and revision annually at least. <A master plan at any one time then is 


4 
DOD Directive 7040.2, p. 4. 





Department of Defense, Office of the Secretary of Defense, 


Department of Defense Programming System, DOD Directive 7045.1, 
October 39, 1964, with chance 3, 
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the best possible picture at that time of existing facilities and of 
present and anticipated construction. 

Annual and future construction needs are established and formulated 
into distinct projects at the installation level based on definitive 
directives promulgating criteria, allowances and missions. At the 
installation level, determination mist be mace including adequacy of 
existing facilities and the acceptance of these facilities for extended 
use. This cetermination includes evaluations as to safety, health 
factors of personnel, zoning, access of utilities, erc. In reneral 
at the installation level, when requirements are received from above, 
these requirements are compared with existing assets to determine 
deficiencies er exeesses, Deficiencies are then translated into projects 
and listed by priority to provide facilities to remove the deficiencies. 
Figure 3 is provided to show a samle list of projects froma master 
plan. That portion of the master plan established as requiring 
authorization and funding in the next fiscal year is then separated and 
formiated into the construction presram request for that installation. 
The instailation commander forwards the program request consisting of 
projects and justification material (maps, charts, and rationale) 
through established command and staff channels for ulitmate submission 
to Congress. At each successive level this "top" portion of an installa» 
tion's master plan becomes part of a larser five year plan and is 
integrated into a Larger priority system. Each project is screened at 
each command’ level to cetermine relative worth of that project to overall 
mission accomplishment of the service concerned. As a project progresses 
up the chain of command, priorities change frequently respendinge to 


changzes of emphasis ani requirements at intervening levels. At the 
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service department level, all projects are again reviewed and formlated 
into a service procram which is then submitted to the Office of the 
Secretary of Defense for further review. When this stage has been 
reached, the planning function has been comleted. 

Planning then may be thousht of as a two way street in the Departe 
ment of Defense. Initiating from the top of the pyramid at the Cffice 
of the Secretary of Defense, definitive suidance {s provided as to 
(1) the missions which are to be accomplished and (2) the criteria 
which are to be followed in providing support facilities in accom] ishing 
those missions. This suidance is promilgated down through the command- 
management organization and is used at the operating level to establish 
master plans of what facilities are necessary to fulfill the assigned 
missions. Planned construction projects are then forwarded back up the 
commancemanacement organization for review and approval. A plan has been 
approved when it becomes part of the official Department of Defense Five 
Year Defense Plan. Approval must come from either the Secretary of 


6 
Defense or the Deputy Secretary of Defense. 


Programming 


The concept of prosramaing as applied in the military construction 
process amounts to bridging the gan hetween planning and budgeting. In 
general, a military construction program is based on the top year of the 
total intesrated master plan for the Department of Defense. That is to 
say, a review of all military construction requirements is made and from 
these requirements a program is formulated which will be the budget 


submission for that year, 


6 
DOD Directive 7045.1, pe. 2. 
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Military construction prosram formulation is controlled explicitly 
by the Office of the Secretary of Defense. Definitive policies are 
established for development and submission of annual military 
construction prorrams, as follows: 

"Legislative authorization estimates and appropri- 

ations estimates will be determined as provided by the 

construction annex of the FYDP. 

‘All estimates will be fully funded. The whole 
sum required for each project will be requested at one 
time, 

"Estimates of authorizations for accomlishing the 

part of the minor construction procram funded from 

military construction appropriations will be formulated 

from the experience of prior years; the funding will be 

by lum sum. Appropriations are not to be made for this 

purpose. Funds shall instead be provided through 

programming actions from appropriations at for 

accomplishing major construction programs." 

The first stated policy is to provide that the program is formila~ 
ted from the appropriate portions of the Five Year Plan. Strict 
adherence to this policy dictates that only projects incorporated in 
approved plans are to be included in budget submissions, That is, the 
policy is to assure that the program is fully coordinated as developed 
in the planning stase. 

The full funding policy is stated to prevent "foot in the door 
tactics in military construction programming. Cach project mist be 
programmed so as to be com leted without ineremental funding and 


without the need for reprocramming. To provide for unforeseen and/or 


unexpected escalation of costs, the Conrress writes into the annual 
7 
Department of Defense, Office of the Assistant Secretary of 


Defense (Comtroller), Nilitary Construction Authorization and 
Appropriations, DOD Instruction 7040.4, (October 25, 1962). 
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military construction law authorization for the Secretary of lefense 





to accom lish projects which exceed estimated costs by not mre than 
5 percant if these projects are within the Jnited States and by not 
more than 10 percent for projects lecated outside the United States, 
A stipulation in this authorization is that the scope of the project 
may not We clued anc that including any increased costs the total 
amountl authorised in the m jor construction procsream my not be 
enceevad. if the project cost cannot be achieved within these 
espansion limitations and an increased cost project is still considered 
necessary, the project mist be reprogrammed for Concressienal uppuoeats” 
tach year the Consress has authorized construction of projects 
which ara unkown at the time of program submission, but may arise as 
urgent requir@aents prior to the time of next submission. The third 
of the stated policies pertains to this situation. ‘Sinee the projects 
are umiknown, this type of authorisation is necessary in a lum sum 
rather than vy specifle project. fy authorising construction activity 
for unexpected requirements but to a given dollar ceiling armunt and 
by not appropriating funds for this purpose, but rather by requiring 
that funcs be reprogrammed from other appropriated projects, this Last 
state) policy demonstrates the desire of Congress for the Department of 
Defense tc carefully plan ahead for all requirements and tv avelid 
unforeseen urgent construction requirements as much as possible, In 
the lest four years, commencing with fiscal 1964, Congress has authorized 


for unforaeeen construction requirements $12,250,005, $17,500,900, 





: 





Putidic Law 146, 
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$10,000,000? and $5,000,00019 for each of the three military 
departments, 

Fach request for project approval of the abeve noted type must be 
accompanied by a eertificate of urgency which will include justification 
explaining why: (a) The project is urrently required; (b) it was not 
included in current legislation authorizing military construction, and 
(e) it cannot be delayed for Inclusion in subsequent legislation 
authorizing military construction, =! Military Department secretaries 
may approve projects of this type for net more than $50,090, The 
Secretary of a mil itary department must report such approval to the 
Secretary of fefense. The Secretary of Defense may approve construction 


projects of this type costing not more than $200,000. when a decision 





has bwer. mece to accommlieh a construction project within this authoriza- 
tion, the Armed Services Committee of both the House of Representatives 
and the Senate aust be informed. Formel approval from these conrmittess 
is not cequired. lSowever, they do cesire to be kept abreast of what Is 
oceurrsny in the military construct fon prorram, 

Tye formulation of a military corstruction program is an involved 
and cumanting process, The Department of Nefense stated policies are 
pointediy criented toward fulfilling Congressioral requirements for 

Ibid., See, 103, 203, 303, 
lo 


Tublic Law 80-744, 89th Cong,., 2d Sess., 1965, Sec. 





1i 
DOD Directive 7040.2 (interim policy amendment, Mareh 5, 1964), 
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justification and review and as stated before, various Department of 
Defense procedures and criteria mist alse be met by the submitting 
agencies, The procedures outlined in the pertinent Department of 
Defense Instruction are cetalled ani specific. ‘xisting facilities 
and instaliations are to be used to their maximum capability. Care 
mst be talen to insure that desisns are functional and without 
umneclssary features, Each line item must be completely justified with 
emphasis on relating the requirement to the accomlishment of the 
mission and to the use of existing facilities.” 
The actual process which is conducted is similar to that which was 
describes umler the plarmming section. As the President is preparing 
his budget mossage for the Coneress, each of the installations and review 
levels in the military chain of command of the defense establishment are 
revieving the projects which comprise their five year plan, Full offices 
of the cepartmental construction agencies assist in the review to insure 
compliance with established standerds and to help prepare preper cost 


2 
cttiuins,** 


Project requests are forwarded from installations at the 
operating ievel via the chain of command. At each Level, all projects 
ue ayain reviewed and integrated {nto hisher level priority listings. 
Finaliy, the projects, now part of individual service programs, arrive 
at the Office of the Secretary of Defense in late summer. Prorram review 
is then conductod within the Office ef the Secretary of Defense, uncer 
the direction of the Assistant Secretary of Defense (Cosptrolier) and 
ns 


& 


DOD Instruction 7040.4, PP» sek 





i3 
Nepartment of Defense, Financial and A 


Area of Appropriations for Military Constru ezion (ashington, D.C., 
(,S. “overmment Printing Office, January 1960), p. I-21. 
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(Installations and Logistics), to insure coordination with other 
programs in the TYDP., This review is conducted jeintly with the vreau 
of the Sudcet and when this review hes been com leted, the projects 
which have been approved become the Department of Defense mllitary 
construction pertion of the Presidential Administrative Dudget, 

Lach decision mace during this stage of the precess is made dy 
either the Secretary of Defense or the "meruty Secretary of Defense, 
The Secretaries of the military cepartments are afforded the oppor 
tunities to reclamm (reearrue) these program midget decisions (PEDs) 
onee, wut within a limited time period (usually five working days), 
Reclasas are reviewed ami the program is formalised by mid«December, 
Close association wit. this stage of the military construction process 
promcs particisants to asree with Jesse Surkhead's appraisal when he 
wrote; 

“Program review is a political process conducted in 

wa mem this is one of the sensitised areas 
Political interest in thie portion of the military construction precese 
has prowptec Congressional inquiry coneerning the joint Department of 
Defense, Dureau of the Budeet reviews. Mr, Paul fF. Ignatius, Aseistant 
Secretary of Lelense (Installations and Legisties) described the review 
as follows: 

“Tuere 18 a corplete ard full exchange of information 

with Bureau staff concerned with the Department of Defense, 

the Lburem dees not determine the construction requirements 

ef the Department of Defense, nor was ary arbitrary, 

predetermined monetary eelling established for the construc 

tien accounts, During the anmal budget review each fall, 

comucted uy the Office of the Secretary of Defense, the 


staff of the Bureau cirectly concerned is assimilated within 
the Office ef the Secretary of Defense Staff, and ville each 


14 
Jesse Turkhead, Covernmont Dudgeting (New Yerk: John Wiley and 
Sons, Ine., 1956), p. 251. 
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individual will mke his input in the review, the ultimate 
cetermination of the eg reete with the Office of 
the Secretary of Defense." 


This appraisal of the Department of Defense budget preparation is 
eupported in the Ctt and Ott study on federal budget policy where it 
is noted: 


“It sheuld be noted that the budget of the Department 
af Defense is hantied sommyint differertly from thwee of 
ether agencies. The fureau of the Sudget participates with 
the fCinanctal offices of the Defense “enpertmert in a review 
of the requests of the varlous services for budgetary 
allowances, but its role here is mot quite the same as with 
other agencies, It acts more as an aiviser to the Secretary 
of Defense than as an arbiters; more decicicne a@ist be tahens 
for Presidential action."! 


The Secretary of Defense, Mobert S. McNamara, during ‘ouse hearings on 
militasy readiness in 1965, summed tp how decisions are made in the 
Department of Defense proprameing process when he said: 


“The Jureau of the Budget has absolutely ne authority 
to determine in any wey the budget of the Defemee Department. .. .« 


"4. « » There are only two peovle who can abo 
decisions with respect to the Defense Department beudeet. 
In all issues, the decision is made vy the Presidant 
based upon the recommendation which I sive te him, 
including the views of the Chiefe, Ane’ to the extent 
that thers are net major issues invelvec, the oniy persons 
to make such decisions are mysclf or my cGeputy, “re. Vanee, 


“The line of respenslvility ts very clear, I a= 3 
responsibie for it, and not the bureau of the Budget ,*? 


U.S — of nts Gumpews on (4rmm! Servicea, 
ieee Dd, _ a onstruction Authorization Fiscal Year 1966, Mo, 12, 
Poth Cong., ist a DES, pa 2245 


16 
D.C,., The Reestitnes Institution, 19655," De c 





17 
U.3. Congress, flouse, Committee on Armed Services, YVearines on 
Military Posture, 25th Conr., Ist Sess., 1965, pp. 31%0311., 
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This section has been primarily concerned with the programming 
portion of the total military construction process and has shown how 
programming bridges the sap between planning and budgeting. From the 
discussion, it can be seen that the decisions made during the 
programming stage are related to the Five Year Defense Plan. The 
application of these decisions to appropriations caterortes constitute 
the budget stage. There is considerable necessary cverlap in these 


two portions of the process. 


Budget ing 


The third function of the military construction financial manarcement 
system is the preparation of the annual budget estimates. As stated 
above the programning and budgeting stages are closely related. Since 
a program extends five years beyond the current year, reflects the 
dollars required for each of the years, and has undergone thorough 
review, it should theoretically be possible to take the first year of 
the program beyond the current year and use it for budget formulation. 
This cannot be done fer two reasons. First, the budget review process 
is necessary to refine the cost data, to provide line item detail and 
to build the program to the budeetary rsuidelines established by the 
Presicent for the Executive Branch of the Government as a whole. 
Secondly, the program is not stated in budret appropriation terms and 
therefore, mist be translated into functional categories from program 
classifications. Budret estimates by budget classification (which are 
military personnels; operation and maintenance; procurement; research, 
development, test and evaluation; and military construction) are 


ubmitted by the military department secretaries to the Secretary of 
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Defense for review in the early fall. The review which is then 
conducted coincides with the program review and the results of this 
review provide the military construction input for the budret 
submission to Congress, !2 

By the time a construction budget is transmitted to Conrress, 
it has been the subject of study by a number of tmortant offices 
reflecting different levels of responsibility and point of view 
including the highest within the defense establishment, and within the 
Covernment as a whole. This screening process is conducted at each 
level with the following questions as guides: Is a project needed; 
Is it timely? what cffect on the total objectives plan would the 
deletions of a project have? Projects are also screened against the 
experience factors of utilization of similar existing facilities. In 
general, then, it can be assumed that the military construction budget 
which arrives at Congress has been thoroughly reviewed and qugued.*” 

Aithough the Congressional review process is beyond the scope of 
this paper, it is felt that the followlng discussion is needed to 
connect the management functions in the Department of Defense process 
smoothly together. 

There are two Armed Service Committees of Congress, one composed 


of members of the House of Representatives and another comosed of 


members of the Senate. The data which these committees are to consider 





18 

Charles J. Hitch, "Planning, Programming, Budsceting Systen’, 
American Defense Policy, ed. ‘iesley W. Posvar et al. (Baltimre: 
The Johns Hopkins Press, 1965), p. 215. 


19 
Financial and Accounting Procedures in the Area of Appropriations 


for Military Construction, on.cite, pe 4-2. 








56 


regarding military construction, are prepared and presented by the 
respective military departments. The reason for this is that the 
committees consider authorization requests separstely for each military 
department, and the authorization when written into law contains a 
separate section for each department. The committees make an intensive 
study of all aspects of military construction, l[learings and study of 
justification of individual projects are detailed and thorough. 

The Congressional justification stase of the military construction 
process results in a legislative check into each allitary department and 
an overall check of the Office of the Secretary of Defense to determine 
what management guidance was usec in the process. Prior to authorizae 
tion, the committee members mist be convinced that the screening of 
projects was guided by the questions (1) What are the requirements? and 
(2) How are the requirements best met? 

To prevent the need for annual reprogramming of all authorized 
projects, time limits are not assigned te authorized projects, Conrress 
does require that a review be made of authorized but unexecuted projects 
to prevent unnecessary and inefficient backlogging of outstanding 
authorizations, All authorizations enacted by the authorisation act 
prior to the last one and for which the appropriated funds have not been 
oblisated by October 1 of the current act's year are therefore pupae,” 

\fter the authorization reviews have been conducted, the military 
construction program is forwarded to the Appropriations Committee of 


Congress of which there are two «- one for the House and one for the Senate. 





20 
Ibid., pp. 361 to 3-5, 
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These committees hold hearings similar to those conducted by 
the authorization committees and are in every way as detailed and as 
thorouch. The committees maintain a close watch on projects which 
have been previously authorized and funded, but which may have been 
deferred, or abandoned or replaced with substituted projects. This 
stage of the process is another example of a legislative check on the 
management practices of the Secretary of Defense. 

Military construction appropriations are catesorized as one of a 
major type made by Consress and are classified as “noeyear"” appropri 


eciene:” 


The purpose is to provide flexibility in funding projects 
over the time required to complete them. Cnce funds have been 

appropriated for specifically authorized projects, those funds must 
be expended for those projects. The distribution of these funds Is 


the sudject of the next section. 


Sein 


Funding is closely associated with the budgetine function which 
was just discussed and for the further development of the military 
construction process it is necessary to distinsuish between the two. 
Budgeting, as it has been shown, furnishes data exmlainine and justifying 
a request for funds, Tunding, on the other hand, is the adminietrative 


process by which funds are made available to finance an anproved budret. 





21 
Burkhead, op.cit., De 317. 


22 
Much cf the information in this section was obtained from 
Financial Manacement in the Navy, Chapter 7. 
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The administrative process of funding approved projects is 
aceomlished by the following steps: appropriation by the Congress, 
establishment of credit by the Treasury, apportionment by the  Sureau 
of the budget, allocation by a military department, and allotment by 
an operating agency. At the point of actual fund expenditure the final 
two actions of obligations and disbursement are accom lished, 

Funds are allocated by the military departments to thelr construc. 
tion agencies who then allot funds to the district or area offices, 

The allotments are the authority for district offices to accomlish 
the approved work. One allocetion is made to each construction agency 
and one allotment is mde to each district or area office, These are 
inereesed annually by the asprepriate portion of that year's approved 
budget. Tne funds in the allotted fund are a pool of resources to pay 
for approved incurred obligations, 

The construction apency prepares and issues to the district offices 
in the field "construction directives", These documents include: 

(1) authorization to comaence with actual construction; (2) the operating 
budset fer the construction and (3) the advice of allotment or the 
transmittal of necessary funds to finance the niiitetho 

in trying to abide by Department of Defense policy to provide all 
costs for military construction by funds appropriated for that re 
certain costs are incurred which create difficulties, These costs 


are outside the scope of construction appropriations and are classified 





23 


: Financial and Accounting Procedures in the Area of Appropriations 
for Nilitary Construction, op. cits, pe 6«3, 


24 
DOD Mireetive 7040.2, on.cit., pe 3 
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as "unfunded costs’'. Unfunded costs are financed by other appropriations 
such as that for military personnel. ‘These costs are identified in the 
budgets and mist be included when determining the total cost of a project. 

The workings of the funding process, made up of the steps outlined 
above, carry a Congressional appropriation cown through the chain to the 
operating unit which will spend it. This process establishes the fact 
that a Congressional appropriation is accounted for at each step of the 
way down the Line. This accountability is required by heat The 


required accountability in the funding process is provided by appropri. 


ations, apportionment, allocation and allotment. 


Agcount ing 

Financial reporting and accounting suidance has been provided from 
the Office of the Secretary of Defense, In its prorram for improved 
financial manarement of military construction, the Office of the 
Secretary of Defense has prescribed that such a prorram involves 
development of plans for a “consistent integrated structure for purposes 
of planning, programming, budgeting, and accounting (including 
qupwavies)'s** 

Accounting guidance directs that accounting records at every level 
should be so cesigned as to permit summarization {n a manner to produce 
efficiently, accurately, and in timely fashion, the financial reports 


required in financial menasement. Cach military department is advised 


to design a financial system to provide en appropriate derree of checks 





25 


U.S. Jevised Statutes (1951), Sec. 3679 (Anti-Deficieney Act). 


26 
DOD Directive 7040.2, om.cits, pe 2 
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and balances with command, staff and management coordination throughout. 
The system should facilitate operating results with exphasis on economy. 
Although this seneral cuidance emhasizes that each department 
develop individual systems, there are specific stipulations for 
conformity and all programs for system development must be submitted 
for Assistant Secretary of Defense (Comptroller) eh. The 
financial systems for accounting in the Department of Defense must 
include as objectives; (1) To provide continuing and timely financial 
data on the status and prerress of performance of prorrams; (2) to 
provice financial data for use in coordineted planning, prorcrameine 
and budgeting and in requestins and justifying additional funds, and 
(3) to provide data for control end reduction of costs. This requirement 
for réview by the Office of the Secretary of Defense of departmental 
procedures shows the high level of control over both the system and the 
operation of the system for accounting funetions within the total defense 


establ ishmert, 


Statistical Analysis 
The statistical analysis function of management in the military 


construction process focuses on the reports, accounts and other records 
for information that provide interpretive worth. ‘The reports are for 
varied purposes; some are financial reports, showing records of trans- 
actions and the status of funds. Others are comarisons between 
scheduled work and accomplished vork or prorress reports. As was noted 
earlier, the Cffice of the Secretary of Defense has as one objective in 


military construction manarement, to improve the methods of doing 
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business by establishing standardizec financial date reporting. 

Throuch standardization there evolves a uniform appreach to statistical 
analysis starting at the Assistant Secretary of Defense (Comptroller) 
level down through the commandemanarement chain to the operating 
installation comptroller. 

feathly financial reports are required of each District Office, 
by each of the construction agencies, and by each of the military 
Gepartments. This is the basic revert in the system It is used for 
analysis at the preparing level and is forwarded to the next higher 
echelon in the system. Pata included in this report are desirned to 
assist in evaluating current operations, to assist in loeatine needed 
program updating, to assist in preparing future prorrams and budrets 
and to assist in maintaining control over the process. The cepartments 
submit to the Office of the Secretary of Defense a sumusry of ali 
financial transactions for the month. These reports are not finely 
detailec and are designed to show trends or variations from planned 
procranc. 

Annually each department is required to make a summary report showing 
all transactions for the year. This report provides for the Secretary 
of Defense a comlete picture of the yearly total Investment, The report 
Shows costs of completed work, present costs of work underway and anticie 
pated costs of work still underway. 

in additien to these reperts required by the basic financial menage- 
ment directive 7040,2, there are two ether reports which refer to 
military construction specifically. One of these requires that each 


Cepartment wmust maintain, in up-toedate status, records of project 
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description and status for all projects of $5,000 or mre. This report 
is forwarded to the Office of the Secretary of Defense only upon 
in.” 

The other special report is on the status of repititive type 
facilities, which are common to all installations and somewhat similar 
for all of the services. These facilities include barracks, adminis- 
trative buildings, mess halls, theaters, gymnasiums and fire houses. 

This report is required to provide for the Assistant Secretary of 

Defense (Installations and Logistics) the necessary comparison figures 
for his directed surveillance and evaluation of military imine.” 
Additional coples of this report are exchanged between the departmental 
construction acencies. The reports are prepared and forwarded twice 
durinz the 14fe of a project: within forty-five days of contract awarding 
and within nimety days of contract completion. 

The foresoing examination of the requirements for formal reporting 
to the Office of the Secretary of Defense indicates that the system has 
been cesigned to provide to that office both financial and work perfor- 
mance information for the purpose of statistical analysis. The information 
affords the Office of the Secretary of Defense the tools with which to 
be clesely involved in controlling the military construction management 


pro cecs. 


er ————————————— 

Department of Defense, Office of the Secretary of Defense, 
Military Public Works Basic Records Keepine Requirements, DOD Instruce 
tion 4270.3, October 13, 1955. 





30 
Department of Defense, Office of the Assistant Secretary of 
Defense (Installations and Logistics), Report of Construction Costs, 
DOD Instruction 4270.10, June 3, 1963. 
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Auciting 


The Department of Defense audit program encompasses two distinct 
types of audit «- internal and contract. Internal audit is the individual 
departmental appraisal of accounting, financial and related matters of 
an operating nature to ensure compliance with legal and other official 
regulatory requirements and to promote economy and efficiency in 
operations. Essentially, internal audit is designed to provide protective 
and constructive services to management by providing a foundation on 
which better record keeping and operating efficiency may be pabieeia 
Contract audit is the examination of books and records of private 
contractors and verification of their cost representations. Included in 
contract auditing is the furnishing of advice in the form of advisory 
reports to contractins offices to assist them in negotiating contract 
prices. 

Tach of the military departments maintains an audit agency under the 
departmental comptroller. These agencies have established field offices 
which eccomplish the actual audit function within the internal audit system. 

Contract audits, as described above, are performed under the technical 
supervision and guidance of the Defense Contract Audit Agency. The Agency 
is responsible to the Secretary of Defense throush the supervision of the 
Assistant Secretary of Defense (Comtroller) for all contract audits 


within the defense qutati ise.” 





a 
21 
Department of Defense, Office of the Assistant Secretary of 


Defense (Comptroller), Department of Defense Audit Polictes, DOD 
Directive 7600.2, August 19, 1965, par. III B. 


32 
Department of Defense, Office of the Assistant Secretary of 


Defense (Comptroller), Defense Contract Audit Agency, DOD Directive 
5105.36, June 9, 1965, par. VI A. 


Ibic. 
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Related to the internal audit system of the Department of Defense, 
but not part of it, and a definite factor bearing on the military 
construction process are the audits performed by the General Accounting 
Office. General Accounting Office audits are comprehensive examinations 
required by law to be made of other government agencies in the interest 
of economy, efficiency and compliance with regulations for the safe- 
guarding of public —° 

The Secretary of Defense is required to respond formally to the 
Bureau of the Budget after receipt of Ceneral Accounting Office audit 
reports. Pursuant to this responsibility, the Secretary of Defense has 
established a welledefined system for analyzing, interpreting, taking 
needed action and responding to these reports.°> 

Auditing then, within the Department of Defense, provided the 
Secretary of Defense with a financial review of the organization and its 
method of operation; not in relation to its technical nature but in 
relation tc established goals, production time tables and lesislation 


limitetions to which the organisation is held. 


Actual Construction 
To achieve an end result to ali of the foregoing planning, 
programming, and budgeting activity, there must be produced some usable 
facility from the provided resources. The actual construction process 
is that funetion directly involved in such an end product. This function 


involves, once again, planning, facility design and work supervision at 





Aue 
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Burkhead, on.cit., p. 103. 





35 
Department of Defense, Office of the Secretary of Defense, 


Department of Defense Action on Audit and Investigation Reports by the 
General Accountine Office, DOD Directive 7650.2, December 29, 1961. 
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the construction site. In this performance, as in any other operational 
function, there are various related administrative activities such as 
material and equipment procurement and contract administration. 

In this particular function the Office of the Secretary of Defense 
has, in practice, left the management of the actual construction to 
departmental construction agencies. The interest of the Office of the 
Secretary of Defense in this area was referred to earlier when it was 
established that design standard and specifications for facilities were 
to mect Secretary of Defense criteria for approval. Also mentioned 
earlier was the control over contracts for construction which is 
exercised by the Office of the Secretary of Defense. 

“Voet of the actual conetruction work is done by independent 
contractors who receive fixed price contracts through competitive 
bidding.°° rhe military departments audit agencies and the General 
Accounting Office maintain a watch to assure that the contract {s 
properly manased. 

in each of the other functions of the military construction manage- 
ment process, the Office of the Secretary of Defense has been shown to 
actively participate by directing and controlling all of the procedures 
for requesting, obtaining and spending money. Each of these activities 
has been monitored very closely through the established accounting and 
auditing mechanisms, In this final function, it would appear that the 
Office of the Secretary of Defense exerts little control over this 


particular portion of the process. 





77 
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Financial and Accounting Procedures, op.cit., p. /7#3. 
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CHAPTER V 
SUMMARY 


The management process of military construction within the 
Department of Defense is a complex command-management system which is 
designed to function under the closely held authority, direction and 
control of the Secretary of Defense. The process is one which holds 
the interest of Congress and, as a result, is subjected to much 
Congressional influence. 

The Secretary of Defense has established that guidance and policy 
in the form of Department of Defense Directives shall be issued only 
by him or by the Deputy Secretary of Defense. There has been some 
delegation of adelai steative authority in the military construction 
management process, but functions performed within this delegation have 
been well defined portions of established policy approved by the 
Secretary of Defense personally. The Office of the Secretary of Defense 
has an administrative staff which gathers information, evaluates the 
information, and organizes it into presentable formats so that the 
Secretary may choose, from provided alternatives, solutions to related 
problems. In the aggregate, these choices help to form the Department 
of Defense Five Year Program. Additionally, the gathered information 
assists the Secretary in making spending decisions which are implemented 
at the apportionment stage of the budget process. An example of this 


type of decision was the deferred releasing of fiscal year 1966 military 
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construction funds which were referred to in the introduction. A 
member of this staff, alain Enthoven, Assistant Secretary of Defense 
(Systems Analysis), has said, ". . . our whole aim is to present the 
decision maker with the clearest possible picture of what his choices 
really aree « « wal When decisions have been made by the Secretary of 
Defense, his staff then functions in a management control capacity to 
see that the decisions are put into effect as directed by the Secretary. 

Another member of the staff, Dr. Robert N. Anthony, Assistant 
Secretary of Defense (Comptroller), has defined the last noted function 
in this way: 

"Management control is the process by which managers 

assure that resources are obtained and used effectively and 

efficiently in the accomplishment of the organization 

objectives." 

In this definition the idea is conveyed that the control process takes 
place within a context of objectives and policies directed by the 
Secretary. 

The stated management philosophy of the Secretary of Defense is to 
have the decision making level forced as far down the pyramid of 
commandemanagement as possible. However, under the personal guidance 
of the Secretary of Defense, there has been a tightening up of the 
supervision over the management of the military construction process, 
As a result of this strict management control, the decision making 
process has in effect, been centralized within the Office of the Secretary 


of Defense. 





1 
Alain Enthoven, Systems Analysis in Defense, a report to the 
nation on the status of the Armed Forces in 1966, prepared by the 


Department of Defense (Washington, D.C., U.S. Government Printing 
Office, 1966), p. 28. 


2 
Anthony, op.cit., p. l/. 
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To help in accomplishing the command-management process of 
military construction within the Department of Defense, the Secretary 
of Defense has two assistants. One is the Assistant Secretary of 
Defense (Installations and Logistics) and the other is the Assistant 
Secretary of Defense (Comptroller). These two members of his staff, 
with their respective staffs, oversee for the Secretary of Defense, 
the five areas of management activity which make up the military 
construction management process. The areas are: (1) policy formulation, 
(2) formulation of design standards, (3) establishment of financial 
management procedures, (4) formulation of contract procedures, and 
(5) establishment of administrative responsibilities throughout the 
Department of Defense for construction. 

The Office of the Secretary of Defense has issued directives 
explaining what types of activities are to be managed in the military 
construction category. These directives explain thoroughly when and 
how the determinations of what to include in military construction 
programs are to be made. The directives are carefully worded to prevent 
individual service or command interpretation. The purpose and intent 
of these directives is apparent; they have been designed and kept 
current to insure the most thorough and effective direction by the 
Secretary of Defense of all of the individual projects which, within 
the intent of the Congress, fall in the classification of military 
construction. 

Having established what projects shall be included in the military 
construction program, the Secretary of Defense, through his installations 


and logistics assistant, has prescribed specific standards of construction 
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which must be followed. In this area of management activity there has 
been some delegation of decision making authority concerning design 
criteria. There is, however, also a requirement for immediate 
reporting of the exercising of that authorization to the Assistant 
Secretary of Defense (Installations and Logistics), Effective control 
over this management area is maintained through this quick reporting 
requirement. 

Financial decisions made by Congress, when it authorizes and appro- 
priates funds for the defense establishment's military construction 
programs, are adhered to closely and within the intent of the authoriza- 
tion. The Assistant Secretary of Defense (Comptroller) acts as the 
principal assistant to the Secretary of Defense in fulfilling this 
requirement. The defense comptroller maintains control of authorized 
and appropriated funds through a financial management system. 

Through the Department of Defense financial management system, the 
Comptroller cives guidance to the military departments in the functions 
of programming, budgeting, funding, accounting, statistical analysis 
and auditing. The Comptroller and his staff are the principal reviewers 
for the Secretary of Defense of the annual budget submissions of the 
military departments. In the review of military construction projects 
for the annual budget formulation, it is the staff of the Assistant 
Secretary of Defense (Comptroller) which provides to the Secretary of 
Defense the alternatives from which Program Budget Decisions are made, 

Budget decisions result in budget formulation which ultimately 
lead to funding by the Congress. When the military construction program 


has been funded, the financial management system once again becomes 
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active in the administration of these funds. The Assistant Secretary 
of Defense (Comptroller) and his staff provide guidance in the form of 
rules and procedures for the handling of appropriated funds. The 
directives which establish the financial management system and its 
functions, define it as a closely controlled system designed to assist 
the Secretary of Defense in the management control of the Department 
of Defense. 

Pr. Robert N. Anthony, the Assistant Secretary of Defense (Comptroller), 
provides probably the best description of what he, as Comptroller, does 
for the Secretary of Defense when he states: "the comptroller .. .3 
he should construct and operate a system through which management 
exercises control," 

The Office of the Secretary of Defense does not involve itself in 
the execution of contracts relative to the military construction process. 
The Secretary issues policies concerning this function and in fact, the 
issuance of all policies and procedures in this regard has been 
centralized within his office. The service departments may issue 
directives to supplement those from higher authority, but all such 
supplemental directives are reviewed and approved by the Office of 
the Secretary of Defense. 

Basic departmental administrative responsibilities for military 
construction management are now as they were when the Office of the 
Secretary of Defense was created by the National Security Act of 1947. 
There are independent service secretaries but the Secretary of Defense 
is charged with the responsibility of establishing policy and procedure 
for the entire defense establishment. By providing specific suidance, 
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3 
Ibid., p. 28. 
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specific policy and rigid financial management mechanisms, the Secretary 
of Defense has, in effect, centralized the decision making process for 
military construction. 

Each of the service departments maintain a conmand-management system 
for all of the functions of military construction management. Individual 
service plans are developed based on long-range objectives established 
by the Office of the Secretary of Defense. The guidance for planning is 
provided in well defined directives, 

The service plans provide the basis for individual service programs 
which are a statement of service requirements to fulfill the stated and 
approved plans. Review of these service programs is conducted by the 
Office of the Secretary of Defense and from this review emerges the 
Department of Defense Five Year Plan (FYDP). In theory, the first year 
of the FYDP should provide the next year budget submission. Due to the 
continually changing requirements within the defense establishment, 
however, this in fact, is not the case, Each of the service departments, 
therefore, annually provides a military construction budget request, 

Departmental military construction budget requests are formulated 
based on the request for facilities from the operating forces. These 
requests are processed through the command-management systems of the 
services with thorough review of requirements at each level. Final 
service-wide review is conducted at the service secretary level and a 
service budget is submitted to the Office of the Secretary of Defense. 

Review of the service departments military construction budget 
request is conducted jointly by the Office of the Secretary of Defense 
and the Bureau of the Budget. Each line item in the total request is 


reviewed separately and decisions are made personally by either the 
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Secretary of Defense or the Deputy Secretary of Defense. Service 
secretaries may reclama (re-argue) disapproved projects for reconsidera- 
tion one time. These reclamas are re-reviewed and final decisions are 
rendered. Those items which have been approved through this review 
then become the military construction budget request to Congress. 
Service secretaries and their military staffs then provide justification 
to the Congressional hearings for their portion of the Department of 
Defense budget. 

When projects have been authorized and funds have been appropriated 


to finance those projects, execution controls within the Department of 


Defense are exercised through the mechanisms of apportionment, allocation, 
and allotment. The procedures for these functions are generally 
accomplished by the service departments within the suidance limitations 
established by the Office of the Secretary of Defense, 

Within this total management system which has evolved as a financial 
management system, there are information reporting functions. When 
appropriated funds have been distributed down through the financing 
system for expenditure, there is a system of reports back up the line 
to provide the Secretary of Defense with close control over the system, 

The Assistant Secretary of Defense (Comptroller) has established 
policy and procedures for a system of audits and reports to be made. The 
reports provide a comparison between planned expenditures of the operating 
budgets and actual expenditure from distributed funds. The reports are 
thorough and audits are conducted in detail by an agency other than the 
agency responsible for the construction. This self examination within 


the service departments and defense agencies is carefully conducted and 
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uncovered errors are quickly corrected since audit is also conducted 
by the General Accounting Office. 

In addition to audits, the Office of the Secretary of Defense 
maintains a continuous close liaison with the military departments to 
assure compliance with established policy, standards and procedures, 
Through the system of reports through the mechanisms of audits and 
inspections, the Secretary of Defense has available the necessary 
information with which to exercise effective direction of the management 


of the military construction process, 





CHAPTER VI 


CONCLUSIONS 


The purpose of this study is to identify and examine the management 
system for the military construction process within the Department of 
Defense. The examination was conducted in an effort to identify the 
existing organization within the Office of the Secretary of Defense and 
the directive suidance provided by that Office for the management of 
the military construction programs throughout the Department. The 
study has shown that the management philosophy practiced by the Secretary 
of Defense, Robert S. McNamara today is similar to the philosophy he 
stated in 1962: 


"Let me say, first, I have never met the perfect 
administrator and certainly I'm not one. There are many 
similarities between administration in any large organie 
zation, including the Ford Motor Company, and the Admin- 
istration problems we face in Defense, In both cases, 
we're dealing with large numbers of people, We attemt 
to formlate objectives ani lead our people toward them 
efficiently and effectively. I try to surround myself 
with able people and lead them as effectively as I can, 
utilizing their talents to the full. 


"An administrator can follow either one of two 
alternative approaches. One I call the judicial process, 
or the judicial role. In this instance, the administrator 
waits for the problems to be brought to him, along with 
proposed solutions, which he either accepts or rejects. 
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"In the other case -- the alternative -- a man plays 
an active role as a leader, probing for problems, seeking 
to develop solutions, accepting suggestions, requesting 
the advice of experienced personnel. He then acts 
decisively and effectively to accomplish the solution. 


"This latter is the dpproach we're trying to take in 
Defense today." 


The Secretary of Defense has issued statements and directives 
which acknowledge his full responsibility for decisions made within the 
Defense Department and which establish that nothing is to be done except 
under his authority, direction and control. Only he or the Deputy 
Secretary of Defense may issue Department of Defense Directives. 

Certain portions of administrative activity have been delegated to staff 
members, to reduce the detail required of the Secretary, but little 
delegation has been made of decision making authority. The staff of the 
Office of the Secretary of Defense controls that which is done in the 
Department within the limits of approved policy and programs, which the 
Secretary approves personally. 

The management practices of the Secretary of Defense result in him 
personally setting the military construction management objectives and 
initiating the action to achieve these objectives. That is, he reviews 
the alternatives and he chooses the course of action. He maintains 
control over objectives and actions through the mechanism of the planning, 
programming and budgeting development of the Five Year Defense Plan (FYDP). 
Changes in the five year plan or in operating budgets must be approved by 


him. The principal devise for planning control is the FYDP. Action is 





1 
"How the Boss Operates", Armed Forces Management, November 1962, 
pe 18, 
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{tiated for achieving construction objectives through apportionment 
and allotment of appropriated funds which he directs, 

The military departments assist in the development of the FYDP by 
submitting project requests for coordination by the Office of the 
Secretary of Defense and for decisions by the Secretary of Defense himself, 
as to the formulation of the approved military construction annex to the 
FYDP. 

The service departments also participate in the apportionment 
process through the development of operating budgets for approval by the 
Secretary of Defense. Once approved, budgets may be executed without 
further referral to the Secretary. However, changes with affect the FYDP 
or the total value of the approved operating budget must be submitted to 
the Secretary of Defense for reconsideration and decision. 

In order to maintain close control over the process, the Secretary 
of Defense utilizes the discipline of financial management. The financial 
management system helps to establish policy and provides procedures for 
following up by a set of reports and by a system of inspection and audit, 
At the same time, there is a continuing review of the need for all 
approved projects. 

The system of financial and physical progress reports and of 
inspections and audits seems to well serve the information needs of the 
Secretary of Defense for effective control. It measures both accomplishment 
and consumption and provides current status. It provides for highlighting 
potential problems for his attention. It provides him a way of knowing 
that policies and rules are being adhered to and indicates whether there 
is a need for remedial action. The information system together with the 


planning, programming, and budgeting system provides an interrated method 
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for continuous reevaluation of construction programs, for keeping abreast 
of advancements in the technology of construction and for balancing 
costs and purposes of construction management. 

The Secretary of Defense obtains continuous evaluation of the 
success of military construction through the careful integration of the 
information system with the planning, programming, and budgeting system. 
Relative degrees of success are measured by cost comparison of current 
performance with past performance. The continuing validity of objectives, 
Standards of quality in design, construction costs or any other goals can 
be assessed in relation to each other and in terms of the military 
purposes to be served, 

This establishing by the Secretary of Defense of firm direction 
over financial management with its result of placing more effective 
control of all activities into the hands of the Secretary of Defense 
definitely illustrates the tendency toward centralization of operations 
into the Office of the Secretary of Defense, 

Through this control of the financial management process, the 
Secretary establishes requirements, obtains the means, distributes, keeps 
account of, and reports on the resources available to sunport the 
operating forces. 

The Office of the Secretary of Defense performs staff review and 
follows up with the military departments, routine matters to assure 
compliance with established rules and procedures. As a staff, its 
authority does not extend to making operating decisions, it does refer 


the need for any decisions to the Secretary of Defense. 
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"Neither statute nor practice leaves any question as 

to who manages the Department of Defense today; Secretary 

Robert S. McNamara does. Very early in his tenure, Mr. 

McNamara established the mechanics for centralizing his 

control over the decision making process and for adminis- 

tering the entire department. This system... places 

management control of all the military services at the 

apex of the defense organizational pyramid." 

The Secretary of Defense has made his position as "top of the 
pyramid" vital and involved. The responsibilities for decisions, 
planning, and action have been established at the top of the pyramid. 
Authority delegated to the staff is limited to administrative matters 
and have been well defined. Management of military construction is 
highly centralized. Mr. McNamara has not been very successful in his 
claimed attempt to delegate authority and responsibility to lower levels 


in the organization.” There is one decision maker; there is one 


manager -- the Secretary of Defense. 





2 
Captain John B. Cline, "Defense Management: The Navy's Position", 
United States Naval Institute Proceedings, (January 1965), p. 44. 


"Defense Decision Making as McNamara Sees It"*, Armed Forces 
Management, November 1963, p. 16. 
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